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Since July 2005, with the implement of exchange rate reform policies and 
measures, the initiative of China exchange rate fluctuations has grown stronger. 
Under the background of economic globalization, the mechanism of exchange-rate 
determination in China will be definitely more flexible and more Market-oriented, so 
as to realize a truly market-based floating exchange rate system ultimately. In front 
of the increasingly complex international financial markets, the RMB exchange rate 
volatility will continue increasing. Therefore, it is very important to master the RMB 
exchange rate fluctuations principle and to predict the direction and magnitude of 
RMB exchange rate. However, in theory, the traditional exchange rate determination 
theories based on economic variables, are invalid in explaining short-term changes 
of the exchange rate. In order to overcome the shortcomings of traditional 
macroeconomic theory of exchange rate, the research perspectives of exchange rate 
have gradually transferred from the macro to the micro level, and emphasized the 
importance of individual expectation of the exchange rate to portfolio selection. As a 
result, the paper elaborates the issue of RMB exchange rate fluctuations in terms of 
exchange rate expectations . 
   Firstly, I reviewed the theoretical analysis and empirical studies of the foreign 
exchange rate expectations and I mainly introduced the studies on the exchange rate 
formation mechanism, and the characteristics of the exchange rate expectations. 
Secondly, I elaborated various theories on exchange rate expectations, and made a 
summary of the research characteristics, research framework, applicability, 
existence ,future directions and so on. Thirdly I analyzed the characteristics of 
foreign exchange rate market and RMB exchange rate expectations, then studied the 
RMB exchange rate expectations on the role of exchange rate fluctuations. Finally, 
according to the characteristics of China's foreign exchange market system, I built an 














the study above, I put forward the conclusions and policy recommendations. 
   In this paper, there exists some innovations on the perspectives and methods of 
research, and regarding the angle, our thesis abandons the ways in which the 
traditional exchange rate theory began with research from the macroeconomic  
fundamentals and focuses on the profound study of exchange rate fluctuation of  
micro-level non-economic factors from exchange rate expectations。In terms of 
methods, econometrics and computational simulations are used to estimate all sorts 
of parameters in the model, and conditioned on the estimators, the volatility of 
Renminbi exchange rate under market-orientation is simulated. Of course, there 
exists some limitations subjected to time、energy and ability, and the shortage and 
future study is as follows: construct a more perfect framework of analysis and try to 
explain the exchange rate changes of short、middle and long circles, and meanwhile 
adopt the survey and investigation aiming at a much broader and more accurate 
expected data to get more precise parameter estimators and conclusions. 
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